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THE CONFUSION over the growth issue arises the welter 
apparently conflicting statistics that rival politicians and economists 
hurl each other. All these data have this common: They are based 
calculating the rate which some series numbers representing 
national output income, per capita output income, is, not, 
increasing. What leads the variety results this: Depending upon 
the starting point for your time series and its terminal date together 
with the periods you pick for comparison with other countries you may 
prove almost anything you like. 

This not say that all such growth rates are meaningless. Often 
the data will laid out way that will give sharper and clearer 
guide events and policy than words alone can do. But this 
representation growth would somewhat superficial one. 
would not show the growth beneath the surface that has been making 
possible that outer transformation the underlying growth ideas. 
Recording the growth ideas impossible job, obviously, for the 
photographer; it’s just impossible for the economic statistician. 
economists have had settle for the next best thing which use 
current measures economic output income and seek derive 
long-term growth trends from these records. this 
the assumption that there some meaningful relationship between 
changes output income and changes the capacity the under- 
lying economy. And that does seem the case over the long run. 
Provided that the time period covered long enough cancel out 
swings the business cycle and that the beginning and final dates the 
period covered have nothing freakish about them (generally speaking, 
base and terminal dates should approximately the same phase 
their respective business cycles), such time series are about the best means 
available measuring economic growth. 

For example, the gross national product, measured constant dollars, 
was growing steadily annual average rate 2.9 per cent from 1909 
1957. But, the postwar period, from 1947 1960, the climb has been 
steeper: GNP has grown the faster rate 3.6 per cent year. 
course, you take shorter periods within the postwar period, you can 
get some startlingly different results. From 1947 early 1953, the 
growth rate real GNP averaged almost per cent. From mid-1953 
the first quarter 1958, was only trifle better than per cent year. 

Data rates productivity increase tell you nothing about what 
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New York: McGraw-Hill Book 
Company, 1960. 244 pp. 


Chapters and (pp. 17-59), 
“What Growth? Why the 
Confusion?” and 

“The Forces Growth,” 
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made productivity rise; they only invite you find out. Continuoys 
economic growth what Rostow likes call interest” 
not automatic; economies don’t simply expand rates interest like 
money the savings bank. Indeed, when you stop think it, money 
the bank, matter what the stated interest rate, doesn’t 
earn interest either. Somebody has figure out ways make that 
money produce, the bank will fail. 

Explaining compound interest for bank nation the central 
problem economics. What are the real forces that determine the 
growth the economy? And what extent can they altered? 
Economists have found that there are two basic sets causes growth: 

One the complex cultural factors including science, technology, 
population changes, religion, politics, social attitudes, class structure, 
and the intellectual and moral qualities men: their skills, their 
imaginations, their drive, their courage. 

The other set economic factors, especially the possibility 
accumulating capital and using make profit. 

These two sets factors, cultural and economic, must conjoin 
growth occur. The two come together the act investment; that 
the genetic moment economic growth. more, there close 
and direct link between the rate investment and the rate economic 
growth. investment that plays basic role economic growth, 
what causes investment rise sink? 

Economists have come split investment into two categories 
autonomous investment (where creates its own demand), resulting 
non-economic causes, and induced investment (where responds 
pre-existing demand), resulting primarily from economic factors. 

Autonomous investment, the heart the long-term growth problem, 
comes chiefly from: The discovery new techniques production; 
The development new products; The development new 
resources; Population growth and migration; War hot cold. 

growth producers, however, both population increase and military 
requirements are uncertain their effect. rising population 
guarantee against economic depression. The answer the riddle 
whether population growth economically desirable undesirable 
depends some factual questions, the answers which will vary from 
nation nation, and from time period time period: Will increasing 
population permit better utilization existing resources? Will 
spur technological progress? the economy flexible enough adjust 
downward shifts the rate population growth, even 
population decline? 

The great progenitor economic growth autonomous investment 
lies the growth scientific and technological knowledge other 
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words, innovational investment such happened the U.S. with 
cotton textiles, iron, and steam power, railroads, electricity, and the 
automobile, and since the end World War II, physics, chemistry, 
electronics, mathematics. This new epoch might called the research 
age. There basic research, fundamental research, applied research, 
process development, and product development. the age the 
organized scientists. 

The process growth via technological progress and innovation 
not new. But what new our time the multiplication innovations 
-and the widespread recognition and systematic application industry 
the notion that new products and new processes are the key 
company’s growth, industry’s growth, nation’s growth and the 
recognition that, through systematically planned and administered 
research, can count the continuous development innovations 
keep the economic system expanding. 


and the new decision-making techniques associated with New Science 

itare bringing changes white-collar, executive, and professional work Management Decision 

those the introduction machinery has brought York: Harper and Brothers, 


manual jobs. 1960. pp. 

Let distinguish two polar types decisions: programmed and 
nonprogrammed decisions. Decisions are programmed the extent that Herbert Simon 
they are repetitive and routine, the extent that definite procedure Administration, 
been worked out for handling them, pricing ordinary customers’ School Industrial 
orders. Decisions are nonprogrammed the extent that they are novel, Carnegie 

unstructured, and consequential, Eisenhower’s D-Day decision. 

Habit the most general all techniques for making programmed 
decisions. Standard operating procedures and organization structure 
also contribute toward making such decisions. When ask how exec- 
utives make nonprogrammed decisions, are generally told that they 
“exercise judgment,” and that this depends some way upon ex- 


insight, and intuition. Nonprogrammed decisions can im- 
proved training orderly thinking. Careful executive selection 
our principal technique for improving such complex decision-making 
skills organizations. 
the area programmed decision making, operations research 
new technique which has brought the decision-making problems 
management within the range interests large numbers natural 
scientists and, particularly, mathematicians and statisticians. The 
besides effecting automation decision making that was 
formerly the province clerks, being rapidly extended find ways 


apply the tools operations research types decisions that have (5) 
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now been regarded judgmental particularly, but not ex. 
clusively, middle-management decisions the area manufacturing 
and 

the sphere nonprogrammed decision making and simulation 
human thought computers [heuristic problem-solving]: (1) Com. 
puters are quite capable manipulating words numbers. (2) 
principle, the potentialities computer for flexible and adaptive 
cognitive response task environment are narrower and wider 
than the potentialities human. Computer programs have been writ. 
ten that enable computers discover proofs for theorems logic and 
geometry, play chess, design motors, compose music. 

Success simulating human problem solving can have two kinds 
consequences: may lead the automation some organizational 
problem-solving tasks; may also provide with means for improving 
the effectiveness humans performing such tasks. 

can make very rough estimate what would required for the 
complete automation data processing and decision making: 
automated decision-making devices become competitive with non- 
mechanized decision-making, would still take several generations 
bring about enough investment the new automated systems double 
the per capita productivity the economy. 

After examining some half-dozen studies, have reached the con- 
clusion that there uniform tendency automation make factory 
and office work either more routine less routine. 

New decision-making processes not mean workers and executives 
will find the organizations they work strange and unfamiliar. Organ- 
izations will still hierarchical and constructed three layers: 
underlying system physical and distribution processes; layer 
programmed (and probably largely automated) decision processes for 
governing the routine day-to-day operation the physical system; and 
layer nonprogrammed decision processes (carried out man- 
machine system) for monitoring first level processes and redesigning 
them. 


Comment Wilson Nolen, Assistant Professor Business Adminis- 
tration: 


this set lectures Professor Simon speculates about the combined 
effect the nascent science decision theory and the emergent tech- 
nology the electronic computer upon business organization. Some 
Professor Simon’s remarks about computers, decision making, and 
organization theory may familiar; however, his comments concerning 
heuristic problem solving are unique. the former area reader 
benefits from Professor Simon’s uncommon clarity and precision 


writing matters practical and current significance. respect 
the latter topic, heuristic problem solving and its consequences, Profes- 
sor Simon expressing ideas which offer dazzling prospect and which 
have not heretofore appeared medium form that would make 
them familiar businessmen. shall confine comments about this 
very interesting set lectures small part their content, the topic 
heuristic problem solving. 

The most fascinating aspect these lectures stems from Professor 
Simon’s prediction that the future will bring heuristic computer 
programs applicable business decisions, heuristic program this 
type not device for executing the drudgery calculation; instead, 
represents essentially creative activity which yields answers 
questions having the form either “if wish reach certain objective, 
how shall deploy resources?” present resources, what 
objectives may attain?” Contemplation the importance those 
questions suggests the significance the prediction. 

The necessary prerequisite the development heuristic computer 
programs practical scale improvement our knowledge 
human problem solving. The same developments knowledge, inciden- 
tally, would also permit more effective and more training 
business decision makers for problem solving without computers. The 
one places Professor Simon’s prediction problem-solving 
computers depends upon whether one believes that research heuristics 
will advance very rapidly. 

Professor Simon position predict rapid and revolutionary 
developments heuristics, for has been involved creating such 
developments. Professor Simon estopped modesty from describing 
directly the importance his work. There should some sort Nobel 
Prize for Professor Simon and his associates, Allen Newell and 
Shaw, for their manifested the General Problem-Solving 
(GPS) Program. The development the the first breakthrough 
the necessary make Professor Simon’s prediction come true. 
The GPS short first stride the road Professor Simon’s goal, but 
because the GPS has been developed becomes plausible argue that 
the goal may achieved. The GPS has limited, but significant, practical 
consequences; however, its theoretical implications are enormous. The 
GPS offers for the first time systematic, self-efficient heuristic method 
applicable whole range problems, such represents the first 
heuristic combining systematic self-sufficiency with generality the 2,000 
years work heuristics. Moreover, the GPS strips away some the 
mystery surrounding the human problem-solving process. The fulfill- 
ment Professor Simon’s prediction depends upon the exploitation 
the opportunities which the GPS suggests. 
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Communist China and 
Asia: Challenge 

American Policy 

New York: Harper Brothers 
(for the Council Foreign 


Relations), 1960. pp. 


Development,” abstracted here 


Doak Barnett 


The author studied and wrote 
China during 1947-1949, 

the period which the 
Communists came to power 


CHINA now building its economy rate high 
higher than that any other underdeveloped nation. Since its leaders 
regard heavy industry the key great-power status the modem 
world, they are concentrating their efforts expanding this sector 
the economy unprecedented speed. With the Soviet Union’s forced 
industrialization their model, and with totalitarian political 
their tool, they have undertaken program economic development 
which, successful, may profoundly change the face Asia. 

Between 1949 and 1952 the Chinese Communists’ principal aim was 
simply rehabilitate the economy repair and restore existing 
production capacity and achieve economic and financial stability. 
Despite the economic strains the Korean War, they were largely 
successful this. Inflation was first down and then brought 
halt stringent fiscal and financial measures. the end 1952 the 
rehabilitation the economy had advanced sufficiently for Peking 
proclaim the end the “period reconstruction” and the beginning 
“period construction” economic development. 

From 1949 1952 the Chinese Communists also carried out their 
program agrarian reform, eliminating landlordism and redistributing 
agricultural land. Through process violent class warfare the 
villages, this program did much undermine the traditional structure 
Chinese rural society and consolidate the Communists’ control 
over the peasantry, 

1952 the Chinese Communists formulated clear terms their twin 
goals (including collectivization) and industrialization” 
policy statement defining “the General Line the State for the 
period transition socialism.” The targets the first Five Year 
Plan and the achievements claimed for are the best available key, 
broad terms, the economic objectives and accomplishments the 
regime through 1957. 

Communist China’s first Plan called for concentration effort 
rapid industrialization enable China catch with the more 
advanced industrial nations, and gave priority the building 
heavy industry, provide industrial base for national power and for 
future economic development. held living standards low level 
order make possible steadily rising level state investment, 
primarily industry and transportation. 

The investment program set for the first Five Year Plan, an- 
nounced mid-1955, offers one the best indicators the Chinese 
Communists’ scale priorities and their general approach economic 
development. called for roughly doubling the value gross industrial 
output, increasing gross agricultural output close one-quarter, and 
increasing about one-half the gross commodity output agriculture 
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and industry combined. 

accept any one figure with finality, but the available 
evidence suggests that Communist China’s GNP rose during 1953-1957 
average annual rate least per cent, substantially above 
that achieved any its underdeveloped, non-Communist neighbors. 

Basically, the Chinese were paying their own way which was one 
the reasons for the heavy burdens which the Plan placed the economy 
and the people China. The published record reveals not single 
financial grant from the Soviet Union Communist China. 

One Peking’s stated goals China from agricultural 
industrial country,” and 1957 had made significant start 
this direction. The decision emphasize heavy industry and give low 
priority consumer goods has meant that, date, the average Chinese 
consumer has benefited relatively little from the enormous efforts and 
sacrifices exacted Peking’s development program. 

During 1956 and 1957, the first Plan period drew close, the 
Chinese Communists drew preliminary plans for the period 1958- 
The general pattern this second Five Year Plan called for con- 
tinuing high investment rates, rapid industrial growth, and consumer 
austerity, These preliminary projections for the second Five Year Plan 
appeared fairly reasonable terms the results the first Plan. 

The year 1957 was not only one great austerity for the population 
which certainly contributed the rising political tensions China 
but was also period major retrenchment the regime’s basic 
program. Peking began show obvious concern about the need 
retrench and tailor its policies its resources. decided, for example, 
devote more attention agriculture and the construction 
decentralized, small-scale industries. 

Then the Chinese Communists threw away the books, speak. 
Starting late 1957, they began, unprecendented scale, 
mobilize the Chinese people for intensive state-directed projects, and 
early 1958 they announced their determination take “great leap 
forward” economic development. They scrapped the output targets 
previously set and during 1958 raised their goals repeatedly, projecting 
new rates development unprecedented China anywhere else. 

China’s economic development will steadily strengthen Peking’s base 
military power, thereby improving its entire power position world 
affairs. The already great gulf between Communist China’s power and 
that other Asian nations seems likely widen present trends 
continue. And China’s strength heavy industries surpasses Japan’s 
within relatively short time, this can have serious effects upon the 
balance power Asia. 

There nothing inevitable about these grim prospects, even though 
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Peking propagates the idea that the force its example helps make 
communism irresistible force throughout Asia. The psychological 
effects progress will very much depend the degree 
which non-Communist leaders other Asian nations achieve success 
developing their own economies without resorting 
methods. This means that the United States has every reason concern 


itself more closely than has far with the economic prospects and 
needs the non-Communist countries Asia, Encouraging and 
ing economic progress India and Japan, Thailand and Indonesia, 
and elsewhere Asia important for its own sake, but Communist 
China’s rate progress reinforces the compelling arguments 
assisting the non-Communist countries Asia step the pace 
their economic development. 


The Diplomacy THE PRESIDENT independent international development organ. 
Economic Development ization made sixty-eight sovereign nations, concerned with 
what might called the diplomacy economic development that is, 
Press, 1960. pp. with how secure advantages terms development without arousing 
From the William Clayton much hostility. 
The importance development diplomacy today lies the relations 
Law and Diplomacy, between the materially rich countries, such North America, Europe 
Tufts University (including the Communist countries) and the older dominions the 
British Commonwealth, and the poor countries Asia (except Japan 
Eugene Black and Israel), all Africa, and most the countries Latin America. 
President the World Bank Now, the age-old task maintaining the balance power, must 
added the task maintaining the balance hope hope the 


proposition that the underdeveloped societies the world can take 
science and technology into their lives without the process denying 
the values freedom and tolerance. 
Ever more widely over the past two hundred years, the philosophy and 
technology associated with the West’s own Enlightenment have spread 
among societies whose customs and habits had hardly changed for 
centuries. The impact Western ideas was greatly reinforced with each 
scientific invention and each improvement communications and 
transport, all helping touch off historic transformation which 
today embraces the great majority the world’s people. 
Rather than call this transformation one rising expectations, 
one loss traditional expectations. For example, while death rates 
much the underdeveloped world have fallen and population growth 
has increased, the tragedy that the population beginning rise 


earlier stage economic and technological development than was true 
(10) Europe North America. 
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Old habits and attitudes towards life and work must abandoned 
favor new ones. The leaders the underdeveloped world are driven 
try leap over the many contradictions the economic develop- 
ment process, and they must make decisions which will large part 
determine not only the future course their own countries, but in- 
creasingly the shape international politics well. They must also 
aware Communism’s insidious appeal and that all Communism does 
isto make more obvious the challenge the underdeveloped world and 
more urgent the events that occur there. 

Economic development diplomacy these countries involves projects, 
planning and policy. The strength development diplomacy lies pre- 
cisely not becoming part some grand design, but illuminating 
choices the real world where economic development and social change 
are interacting all the time. But development diplomacy needs the 
backing substantial capital and needs contacts, and finally, status 
the national policies the Western nations status apart from the 
tactical problems posed the existence Communism world force 
and apart from other narrow political and military interests. 

There are now variety programs and institutions national, 
international and regional employing variety financial instruments 
promote the growth the new nations. favor international organi- 
for two reasons: first, can the easiest way giving develop- 
ment diplomacy status separate from conventional diplomacy; second, 
itcan more efficient pool the resources and the resourcefulness 
many nations rather than each nation acting separately. 

Rather than pile loan upon loan developing country, the 
United States government has suggested the establishment Inter- 
national Development Association, affiliate the World Bank, 
through which governments can make development capital available 
for investment more flexible terms than World Bank loans. 

closing, would suggest that all economic aid programs and in- 
stitutions subjected simple, but searching test made three 
questions. would first ask, these institutions and programs il- 
luminating the choices development which confront the leaders 
the underdeveloped world, without the pretense that economic standards 
value are somehow morally superior other standards value?” 
Then would ask, “Are they making and maintaining constructive 
contacts, working partnerships that promise remain working even 
the face the controversies which bedevil conventional diplomacy 
today?” And finally, “Can these institutions and programs point 
visible results terms engineering series escapes from poverty?” 

Thus suggest that development diplomacy one logical means 
hopeful modus vivendi. 
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HIS ATTEMPT ACCUMULATE SAVINGS, the highly paid executive 
confronted unusually burdensome taxes any salary increases, 
bonuses incentive compensation payments whether made 
cash stock that are paid when they are earned. 

far the majority executives participate qualified pension 
profit-sharing plan. should noted that this type plan may provide 
for lump-sum payment, taxable long-term capital gains, 
uting the entire benefit particular beneficiary within one year. The 
executive also receives compensation way company-furnished life 
insurance, medical coverage, living accommodations, group 
ships, use automobile plane travel and the like. 

Another group compensation devices might termed the “super- 
imposed compensations.” certain percentage yearly net profits are 
set aside and divided among selected executives. For some, there the 
deferred compensation contract providing for payments after leaving the 
company. And finally, the restricted stock option device has been used 
reward and motivate capable and responsible executives. 

Deferred compensation contracts usually take the form employment 
contracts providing for payment specified salary during the active 
career and lesser salary for period 10, years after retire- 
ment. usually the executives closer retirement age who are 
interested deferred compensation contracts. the case the young 
executive, plan payable all partly stock, stock,” often 
seems desirable. The appellation “phantom” developed because 
stock ever delivered indeed ever bought held the company. 
The company awards the executive many shares “stock units” 
part the incentive compensation for the year. After retires 
paid the cash equivalent the market value the underlying stock, 
usually annual installments over period years. also 
paid amount equal the cash dividends his units paid the 
corporations its outstanding shares the 

Restricted stock options provide excellent means retaining 
executives the business and attracting new executives, permitting the 
executive build estate while devoting full time the cor- 
poration. the restricted stock option the only practical way 
enabling the executive earn remuneration taxed capital gains. The 
“Insider Trading Rules” create problem for most top executives. Al- 
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though the grant option not “purchase,” its exercise is. Hence, 
during period six months before and after exercise there must 
sale any company stock, not merely option shares the exec- 
utive. 

The executive should also warned the snare registration 
shares joint names. Where shares are jointly registered there 
automatic disqualifying disposition, the optionee dies within the 
required six months two years holding period, and thus automatic 
loss the capital gains treatment. 

Instead granting option, company may sell the executive 
assignable warrants purchase stock the company. Another method 
achieving capital gains the use stock either directly 
the subject option which does not qualify restricted stock 
option. third technique sell stock the executive fair market 
value, coupled with ten year allowing him resell the stock 
the corporation for the same price. 


New constituted one the most sweeping and care- 
fully contrived programs structural and functional institutional re- 
form ever undertaken private enterprise economy. What have been 
its consequences twenty-five years? 

Clearly the trend toward increasing concentration business assets 
our largest corporations has been interrupted and even reversed due 
stricter interpretations anti-trust laws the courts, and the jolting 
and dynamic World War II. Yet, there still considerable 
concentration remaining and little reason pleased with the price 
results any stimulus competition which may have resulted from 
changes the pattern and degree corporate concentration during 
the past twenty-five years. Too much competition still seems consist, 
one cynic puts it, “trying tell the biggest, loudest, most musical, 
and most frequent lies about your over-priced product.” 

When turn our attention away from the concentration question 
other aspects the problem the large corporation, the general 
situation seems relatively satisfactory today. The “corporation 
problem” seems have been reasonably well solved, perhaps the 
legislation, perhaps the generally high level prosperity prevailing 
most the post-war period, perhaps combination the two. 

Public willingness, even eagerness, buy the equity securities 
large industrial corporations has increased markedly during the past 
twenty-five years. The large number stockholders certainly sug- 
gestive considerable degree public confidence the junior 
equities large American business corporations. 


The Problem the Large 
Corporation Twenty-Five 
Years Later 


The American Journal 
Economics and Sociology, 
Vol. 20, No. October 1960. 
pp. 39-45 


Paul O’Leary 


Professor Economics, 
Cornell University 
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With this increasing popularity investment junior equities 
large corporations, there still remains the fact that most stockholders, 
before, cannot afford take active interest the companies 
which they have invested. the very divorcement ownership from 
its usual active responsibilities the large corporation that explains the 
wide attraction the form public financial participation. This 
situation has not changed the past twenty-five years nor likely 
change the next twenty-five. 

This does not mean that the actions large business corporations will 
“irresponsible” any socially reprehensible dangerous sense. 
does not even lend credence Adam Smith’s “dim the future 
the corporate form. Obviously the affairs most larger American 
business corporations are not, for the most part, conducted 
sibly” today. There high degree responsibility exercised 
salaried managers conducting the affairs corporations owned 
largely faceless, absentee stockholders. Probably variety forces 
operate exert wholesome functional pressure most corporate 
ations Veblen’s “instinct workmanship,” innate professional stand- 
ards performance, consciousness potential close scrutiny, 
the potential exercise power groups aroused stockholders 
reasonably high minimum standards are not adhered to, and finally, 
closely related the immediately preceding point, the rapid rise 
certain fiduciary investing institutions large holders common stock 
post-War America. 

Perhaps the time has come when students the modern large business 
corporation must realize that the exercise responsibilities ownership 
institutions individuals not going occur through the formal 
apparatus share voting, cumulative otherwise. The really effective 
votes will cast the market place and the public political 
The trend this direction has been unmistakable for many years. There 
sign any reversal this trend. Any widespread manifestation 
extreme irresponsibility and financial abuse inside large American cor- 
porations almost certain draw increasing regulaton the federal 
government. 

The greatly improved standards for and supply financial 
tion are largely due the reform legislation the New Deal. The 
results seem be, the whole, reasonably good though the whole 
system has yet face the acid test sustained period deep economic 
and financial adversity. But, common stock prices higher and 
higher, becomes more likely that they will eventually suffer severe 
decline with heavy losses and disillusionment many people and in- 
stitutions, But given the right (or rather the wrong) conjuncture 
circumstances, the preference for liquidity can once again become ab- 


solute did 1929. Then will come the real test not merely our 
financial institutions, private and governmental, but the public 
prestige our whole system widely-owned, professionally-managed 
business corporations. The system looks pretty good now. Those who 
helped reform twenty-five years ago cannot blamed for taking 
ride their work. But pride still goeth before fall. This none 
should forget. 


IMPORTANCE INTERNATIONAL BUSINESS U.S. industry has 
become very apparent. the 100 largest U.S. industrial corporations, 
are active overseas operations, Approximately 3,000 U.S. corpo- 
rations are now operating abroad. 

With the increase growth foreign markets and the severity 
foreign competition, especially that the Soviets and Red Chinese, 
essential that any U.S. corporation employ the fullest extent the 
most modern business techniques. becoming increasingly clear 
that U.S. manufacturers who intend keep abreast competition 
the years come must, addition exporting much possible from 
the United States, establish foreign facilities (for manufacturing, 
licensing, servicing, trading and investing) and so, the extent pos- 
sible, countries with little tax and within reach major 
markets. 

The ability U.S. business expand its foreign market is, course, 
directly related one the most serious economic problems facing the 
United States the area world trade, the deficit our international 
accounts. 1959, the U.S, deficit was $3.7 billion. There appear 
three basic causes for our deficit. The first the outlay dollars abroad 
for our own military establishments and for foreign aid. This amounts 
more than billion year net after deducting interest payments and 
repayments U.S. Government loans abroad. 

second serious economic problem facing the U.S. the decline 
our merchandise trade surplus. While 1956 was $4.6 billion, 1959 
was only $876 million, many fields, such iron ore, copper and 
petroleum, have switched from net exporter net importer. 
There trouble also disposing our surplus cotton, tobacco and 
other agricultural products. third reason appears the high cost 
production the United States. spite our skills and our mass 
markets, are being priced out many world markets the case 
number products. 

The solution this problem difficult one but one which 
capable realization. There would seem four basic methods 
approaching solution, two which the U.S. Government seems 
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have adopted, one which has been rejected and the last not yet 
cepted. 

The first would persuade other industrialized nations the 
free world bear larger share the cost mutual defense 
economic development. second course would restrict imports, 
third solution would expand exports. fourth solution would 
increase earnings through direct private investment abroad which 
will increase earnings U.S.-owned plants abroad. 

Export, least theory, the easiest way doing business abroad, 
Perhaps the cheapest alternative exporting products from the United 
States license foreign manufacturer make U.S. type 
and sell them under the trademarks the U.S. corporation. But, 
believe that, most instances, the preferable method doing business 
abroad through the establishment and ownership manufacturing 
facilities foreign countries. Here, the U.S. corporation actually runs 
the business. 

The following outline general program which could 
adopted almost any company and which should fit with the concept 
world business being developed the U.S. Government: Promote 
exports; Establish facilities abroad; Establish and expand profit 
sanctuaries; Organize for international operations; Stay within 
framework permissible action anti-trust laws. 

summary, believe there are number avenues open for ex- 
pansion and development international business and all these 
avenues, rather than export alone, must fully utilized. 


THIS MAY INTEREST YOU 


Editor 


The forecasters are again. this time year, predictions 
about the 1961 business outlook become frequent the conmercials 
late movie; the result that just tend turn off the 
television because the frequency the commercials, also 
occasionally feel the compulsion ignore the economic show because 
the forecasts. But the danger such compulsion 
brought our attention economist Paul whom quoted 
last January stating, "The fact that fallible such forecasts 
inevitably are any decision-maker would fool not pay the 
greatest amount attention them. For there really 
alternative. ignore the best professional forecasts equivalent 
using one's own amateur judgment...." 

the realm forecast literature, American Management 
Association research report, Company Organization for Economic 
Forecasting (1957), explores the questions how companies feel about 
the need for economic forecasts, how they are organizing prepare 
obtain them, and what extent they are taking advantage the 
various sources economic intelligence. Among the many points made 
the report, learn that: consumer buying power the economy 
AMA-surveyed firms than any other economic indicator; business trends 
are most often used study the critical question expansion; the 
greatest value forecasting internally, according many firms, 
that contributes coordinated executive planning; and most the 
surveyed company presidents depend heavily trade publications and 


other periodicals for information business trends, although the job 
forecasting definitely assigned staff personnel several 
firms. 

Another AMA report, Evaluating and Using Business Indicators (1959), 
has its objective provide clear view what business 
indicators can and cannot for management. 

Although the time this writing late November, trade journals 
and other periodicals have already featured numerous forecast articles, 
and the tempo bound increase. the November 17th issue Iron 
Age, there appears Steel Recovery? The prediction made 
that the steel pick will begin show March and will grow 
size mid-year, although right now (November 1960) difficult 
find any indicators that point substantial recovery. The factor 
that will cause change steel, declares Iron Age, that 
inventories become quite low, there will the fear price 
increase, and the smarter purchasing agents will become more active. 
Anti-recession spending the new Administration, higher defense 
spending, and recovery home building are among other factors that 
are expected contribute steel boom. 

Each month, Banking presents "Digest the Business 
the November issue, the observation made that personal income has 
increased almost every month 1960 and that this makes the 
consumer definite prop under the economy, although retail sales 
general show pronounced weakness push. 

the November issue Industrial Marketing, various executives 
gave their answers the question "Will there recession 
Generally the answers ranged from forecasts business 
plateau industrial recession the first half 1961, "but not 
great enough magnitude affect, markedly, consumer expenditures." 
Purchasing (November 7th) declares, "Purchasing agents are still 
worried about the short-range business outlook ... buyers not 
anticipate any marked rise business the next three months." 

The November 10th Sales Management predicts that "Marketing the 
going rough." The area greatest competition felt 
new products. the result research during the past decade, 
new products are expected surge into the market place during the 
"It all adds the stiffest competitive picture our economy 
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has concludes the magazine. This issue Sales Management 
also has section devoted forecast growth trends 300 U.S. 
metropolitan Population, income and sales are projected 
January 


"Gauging the Business Outlook Company feature 


the November 19th The Magazine Wall Street and Business Analyst. 
According this article, cyclical downturn economic activity 


certainly progress, but large and important segment American 
industry assured good levels production for many months 
come because their large unfilled order positions. However, profit 
margins may decline, but most companies will able operate 
profitable level until orders swing upward again. 

McGraw-Hill survey regarding 1961 spending plans business was 
published the November 19th Business Week. The essence the 
survey that business plans spend $35.1 billion new plant and 
equipment 1961 down from the expected 1960 figure. was 
pointed out that continued weakness business might additionally 
trim 1961 spending plans, but hardly enough induce deep recession. 

Roy Reierson, vice president and chief economist Bankers Trust 
Company, foresees two-fold economic challenge the 1960's 
November's New York Certified Public Accountant: the maintenance 
satisfactory economic growth rate; and preservation the American 
dollar. His suggestions meet this challenge include exercising 
effective restraint government spending programs, continuing 
flexible credit policy, and gearing wage increases productivity 
improvement. 

Not overlooked the supply forecast literature are 
government publications. For example, the U.S. Department Labor 
has recently issued the pamphlet Manpower Challenge the 1960's. 
graphic summary important changes which are expected take 
place during the decade the nation's population and labor force and 
its industrial and occupational structure. The pamphlet tries 
demonstrate quickly that many different socio-economic conditions will 
influence our manpower posture the years come. supplementary 
Guide has been prepared the Labor Department used 
conjunction with the Manpower pamphlet. 

The Survey Current Business useful monthly publication the 


U.S. Department Commerce. Not only the current business 


situation presented, but the monthly also presents approximately 
pages business indicators, both general and industrial. 

Also not overlooked, course, are the various bank letters 
which report the prevailing business situation and outlook. Probably 
among, the better known are Economic Conditions, monthly 
letter the First City National Bank New York, and Monthly Review, 
publication the Federal Reserve Bank New York. 

Other types letters which attempt focus the future economic 
picture include the well Kiplinger Washington Letter, the 
relatively new Kiplinger Foreign Trade Letter, Research Institute 
Recommendations (weekly, 589 Fifth Ave., N.Y., N.Y.), and Reporting 


Governments analysis and forecast U.S. government 
securities, monetary policies, and interest rates; Fifth Ave., N.Y, 


Although many readers have probably seen the page-one article The 


Wall Street Journal October 28th, think brief mention 


order. noted that conflicting opinions exist among professional 


economists about the business outlook. The paper then observed, 
"Probably never before has there been such wide disagreement the 


significance different economic indicators." According the 


article, there are over 800 different statistical series now use 
measure the economy's performance. Continuing, discusses the merits 
and drawbacks such popular indicators gross national product, the 
Federal Reserve Board's index industrial production, personal income 


statistics, and others. worth taking look at. 


With best wishes, 


William Falcon, Editor 
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ACCOUNTING HAS BEEN CREATED AND DEVELOPED accomplish That Influence 
desired objectives and, therefore, not based fundamental laws Accounting Principles 
absolute precepts. The Journal Accountancy, 
The purpose accounting for business entity and the financial 110, No. 
statements prepared from its accounts might stated briefly follows: 1960. pp. 44-50 
fairly reflect all material and significant facts the light current 
economic and social conditions such manner that these facts are George Catlett 
most useful, meaningful and fair the affected segments our society member the 
for the purpose exercising judgment and making decisions with committee 
respect the reporting business entity. 
Accounting principles, reflected actual practice, opinion, 
have not kept pace with the needs our democratic, free-enterprise 
system. What are some the factors, addition “general 
that have had important influence accounting principles? These 
factors might classified under the general headings (1) conserva- 
tism, (2) consistency, (3) disclosure, and (4) governmental regulation. 
Conservatism (which results resolving doubts favor under- 
stating assets and current income and overstating liabilities and current 
expenses) philosophy attitude and not accounting postulate 
principle. Conservatism has generally been considered the account- 
ing profession prime virtue. Conservatism only relative, since 
what may conservative one person may nonconservative 
someone else. 
Conservatism (or lack it) has not only influenced accounting prin- 
ciples, but has also been one the reasons for the wide variety 
alternative accounting practices that are all considered “generally 
accepted.” Company managements frequently select from the alternative 
practices available them the basis the degree conservatism 
they prefer, rather than the basis the principles involved the 
practices that might best reflect the actual facts. 
One fact that sometimes overlooked that conservative accounting 
may result nonconservative income statement later time. Costs 
and expenses that are applicable future operations and are incurred 
for the purpose producing income subsequent years are many 
instances charged off currently because conservative custom 
because there may positive indication that they will recovered. 
Thus, costs may not matched with revenues that are produced 
result such costs. The deferment costs where appropriate should not 
disregarded merely because another unsound practice may offset the 
erroneous effect future periods. 
The standard form auditor’s opinion states that the accounting 
have been “applied basis consistent with that the 
preceding year.” Consistency important comparisons financial (21) 
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statements are made from year year and trends are have any 
significance. 

Some accountants take the position that the choice among 
alternative practices not important the consistent application 
the practices selected. However, this almost results the viewpoint 
(whether fully realized not) that all right wrong, long 
you are consistently wrong. Consistency desirable attribute ac. 
counting and the preparation financial statements, but does not 
represent principle, and should not used excuse justify 
the use continuance unsound practices. 

Financial statements and the related footnotes should disclose any 
significant information necessary for proper understanding and 
evaluation the financial position and result operations enter. 
prise. The concept adequate disclosure significant data is, course, 
commendable. However, some instances, this has resulted many 
complicated footnotes that are technically correct, but not particularly 
informative understandable the average reader. other instances, 
footnote coverage significant facts has been considered sub- 
stitute for appropriate adjustment the accounts. 

Many the accounting problems actual practice arise from 
questions involving the timing the recognition income and costs 
between years other periods. Mere disclosure the practices selected 
from various possible alternatives that might have significant effect 
net income for individual periods questionable value. 

Governmental regulation, both laws and administrative action, 
has had significant influence accounting principles. While some 
respects accounting for the determination Federal income taxes may 
not accordance with sound accounting principles, the accounting 
required for tax purposes may desirable for raising tax revenues, for 
encouraging the development natural resources and selected in- 
dustries, and for many other reasons. However, the accounting profes 
sion must recognize that income tax statutes and regulations are not 
intended establish sound accounting principles for financial reporting 
purposes, and that such statutes and regulations 
reflect sound accounting principles. 

The accounting profession should make every effort work with the 
many Federal and state regulatory agencies narrow the gap between 
accounting principles prescribed them and sound accounting prin- 
ciples. 

will most unfortunate accounting principles and practices for 
financial accounting and reporting purposes are ever legislated for busi- 
ness generally our political representatives agencies created 
them, presently being done the case insurance companies, 
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the accounting profession determines and follows sound accounting 
principles, free and democratic group, will have much better 
chance retaining the right determine such principles. 

The question exists whether possible and practicable 
determine objective standards against which evaluate sound ac- 
counting principles. opinion, such objective standards can 
developed. Actually, the major problem facing the profession not 
whether this can done, but how and when the objective can 


accomplished. 


Most JAPANESE BUSINESSMEN agree that Latin America’s pattern 
growth, from $39.8-billion gross national product 1950 
estimated $70-billion for 1960, makes that area prime target for 
stepped-up Japanese marketing efforts. 

Japan, well established today Southeast Asian and North American 
markets, must nevertheless constantly search elsewhere for new custom- 
ers because industrial expansion Japan, progressing virtually 
hysterical pace, has created extreme pressure for export sales. “Japan 
must export the message that constantly rolls off the 
presses Japan’s business and trade publications. 

major factor underlying Japan’s phenomenal industrial growth 
its access the most modern research and production methods ob- 
tained through numerous patent and licensing tie-ups for foreign 
processes and formulas. Add this low labor costs and ability tailor 
production specific market, and becomes apparent that Japan 
strong position compete for leading role, not only the 
Latin American market, but world trade. 

the past, one the great deterrents Japan’s realizing its full 
export potential was its weak and unbalanced foreign exchange position. 
That obstacle now appears have been removed. 

Last year, spite the relative infancy Japanese marketing 
efforts Latin America, Japan’s share that market rose from 1.7 
per cent. While minor share ($224 million) compared with the 
over-all U.S. take per cent the Latin American market (3.5 
billion), represents almost doubled sales stake for Japan one year 
that area. Coupled with the fact that total U.S. exports Latin 
America have dropped five per cent since 1957, Japan’s invasion this 
market constitutes direct challenge U.S. exporters. 

Japanese advertising campaigns have been relatively meager Latin 
America when compared with their the U.S. and Southeast 
Asia, reflected media these parts the world; but, everything 
else Japanese, they are growing. 
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The Japanese government giving tangible encouragement com. 
panies interested the Latin American market, encouragement such 
allocations foreign exchange for raw materials and 

Discussion with any the leading Japanese export executives reveals 
intense desire capture large share the Latin American market, 
For example, Taihei Kawasaki, high-ranking export executive for 
Toyota Motors, says that his firm plans make Latin America the 
second largest export market for its passenger cars. The company, ac. 
cording Kawasaki, thoroughly prepared meet the mechanical 
specifications required for vehicles Latin American buyers. 

All factors considered, Japan well its way becoming vigorous 
competitor the U.S. Latin America. The outcome for the U.S. will 
largely dependent the versatility its marketing methods and its 
manufacturing innovations. 
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ECONOMIC ANALYSIS good place begin discussion the domestic 
implications arms control not only because the present state 
knowledge offers the best chance success, but also because the 
minds many people the economic consequences arms control, and 
especially disarmament, are sources real anxiety. This anxiety stems 
from the association disarmament with depression and with extensive 
economic dislocation. would unspeakably tragic disarmament 
became real possibility, and then found that false economic anx- 
caused stumble and take the wrong road. 

There are three major domestic economic problems which arms 
control may represent, summarized conversion, stabilization, and 
growth. Conversion the problem how adjust the structure 
production the economy that is, the commodity mix total out- 
put shifts the structure total demand, public and private. 
Stabilization the problem how control the processes deflation, 
depression, unemployment and inflation. Growth the problem 
achieving structure total demand which will give the society 
optimum rate economic 

Conversion problem that always with us. For example, there 
the outstanding fact the remarkable stability and success the 
American economy under the impact the massive armament and dis- 
armament the when, for instance, one year (1945-1946) 
transferred absolute amount manpower and resources from the 
civilian employments more than twice much would involved 
(in real terms) total and complete disarmament present. 

not arguing that conversion costless, painless, and creates 
problems, and least all arguing that there should national 
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policy about and organization deal with it. The ease with which 
the problem conversion can solved depends small measure 
our ability prevent depressions. The remarkable resiliency the 
American economy since 1945 comparison with the 1930’s can 
well expectation government intervention. 
these stabilizers the sheer magnitude the government budget 
important element. The critical question here whether arms control 
will result sizable reduction the over-all government budget. 
have what have called “expensive” arms control, which seems most 
likely the moment, with elaborate inspection systems and even 
increase conventional forces, the problem may not arise. 
With the possibility “cheap” arms control, the problem the 
reaction the American economy question more than 
academic interest, for there the assertion Communist propagandists 
and even many Americans that the economy could not maintain its 
health without large arms program. 
Although the Gross National Product 1959 was more than double 
that 1929, the proportion nonmilitary product actually absorbed 
government the late was almost exactly the same the 
late about 10%. The question needs raised, therefore, 
whether nonmilitary American economy would any safer from 
depression than 1929 without the introduction organizational 
machinery which not now possess. definite answer could 
given this question without good deal more study. 
put the matter rather crude form: take billion dollars 
defense production out the GNP, where can find another 
billion dollars’ worth goods and services which can absorbed with- 
out causing deflation? The answer partly increased investment 
business, partly increased government expenditure civilian uses, 
and partly export surplus created foreign investment foreign 
aid, 
The problem designing optimum rate economic growth 
even more difficult than that stabilization, and arms control may well 
serious questions. Economic growth maintained devoting 
resources the accumulation things, skills and knowledge, and 
these knowledge the greatest. The economic problem almost trivial. 
spent much research and training for human welfare 
spend for defense, hard believe that the results would not 
dramatic. The problem essentially one political consciousness 
the need for greater effort for pure knowledge and human betterment. 
The economic consequences arms control are perhaps the easiest 
trace all the consequences for the social system. The impact arms (25) 


control the other institutions and patterns behavior society may 
eventually even more significant, but have hardly begun think 
about these deeper implications. Nevertheless, they exist for religion, 
for family life, for ethics, for art, for culture all its many dimensions, 
and for politics. This true because arms control the beginning 
great revolution human affairs. 


Education: The Long View FORMAL EDUCATION has several awkward conse- 
Saturday Review, One that education becomes burden the mind. the 


November 19, 1960. pp. 60-62, act making formal make cumulative. The successive cultural 
76-81 achievements successive generations are recorded and handed on, 
This article appears the while the capacity single human mind single lifetime remains 
concluding chapter Education constant natural limits. How limited human mind cope 
the Perspective History with cultural heritage that perpetually increasing bulk? For 


Harper end Brothers) educational purposes the culture may reduced conventional form 


which will tend become impersonal, secular and abstract; and 


Arnold Toynbee this process the living essence the culture may slip out the 
Historian, author and educator. cational net. 
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Another consequence formalizing education make esoteric, 


the preservation literature over series generations its 
being committed memory writing where the work art “freezes” 
the language which conveyed. Such the Egyptian hieroglyphic 
script, the Sumerian cuneiform, and above all, the vast array Chinese 
characters misused defeat the purpose the art writing making 
barrier communication instead channel for it. 

During the first 5,000 years the history civilization, one the 
most characteristic, and most ugly, features this new way life has 
been the monopoly its amenities, spiritual well material, 
small minority the members societies process civilization. This 
blot the scutcheon civilization during its first phase has not been 
due solely the selfishness the ruling minority. Even all the mem- 
bers this group had succeeded rising above their natural human 
egotism and had tried with all their might share their cultural 
heritage with the unprivileged majority their fellow human beings, 
they would have been defeated, before the Industrial Revolution, the 
smallness the economic surplus remaining hand after the satis- 
faction elementary economic needs. 

Our present Industrial Revolution is, course, only one long 
series technological advances; but perhaps the first since the 
invention agriculture that has been potent enough provide 
preciable social and cultural benefits for all members society that 

(26) has made it. This present possibility bringing the benefits civiliza- 
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tion the whole the great unprivileged majority the human race 
carries with moral command execute the act justice that 
now last within our power. This the new requirement with which 
mankind, and consequently the ancient human institutions education, 
confronted today. The educational problems involved are the same 
order magnitude the requirement itself, 

modern times Western civilization has been sensationally success- 

ful deliberately and systematically extending the bounds 
edge and applying its knowledge nonhuman nature the practical 
purpose increasing human power over man’s nonhuman environment. 
One the devices which these successes have been achieved has been 
specialization. But there danger carrying specialization greater 
lengths. For example, specialization particular branches natural 
science soon runs dry cut off from its source comprehensive and 
philosophical thinking. The need for balancing education natural 
science and technology with education the humanities has been 
recognized the educational world. 

the face immense and growing mass knowledge about man 
and his human and nonhuman environment, must not reject this 
formidable load, but each must say: human being, 
cannot indifferent anything that has with human life and 
human nature.” must try make some acquaintance with least 
three vast realms knowledge: knowledge nonhuman nature; 
human nature; and the characters and histories the local and 
temporary culture that man has created and transmitted, modified and 
discarded the course the ages. 

How then, are our educational institutions convey this massive 
heritage knowledge puny and ephemeral human mind? First, 
must try keep the several essential subjects education balance 
with each other. Then, must recognize that there diversity 
human gifts, and that this diversity valuable society. What line 
higher education individual should follow ought matter, not 
privilege, but personal aptitude. But the first need all 
communicate effectively with each other. Every child should ex- 
pected learn least one other language besides his mother tongue. 
The English-speaking peoples, especially, tend spoiled the 
handicap happening speak world language their mother 
tongue, The disadvantages this can seen the thousands 
Americans working abroad commercial corporations and cultural 
foundations. 

But the world cannot become “one world” spirit merely im- 
proving its means intercommunication. The world needs educate 
its and the technological-minded major- 
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ity its people work together with view raising the 
standard material life for all mankind hitherto undreamed 
level. 

Also, something must done raise the Western teaching profes. 
sion’s status and standards. Russia may doing the West yp. 
intentional service giving Western observers the impression that she 
treats her professors grandees, for must understand that the 
teaching profession does have indispensable part play helping 
the human race save itself from self-destruction. And, for this reason, 
the teacher must also part-time researcher. 

conclusion, the capacity single human mind narrowly circum. 
scribed; can never succeed either surveying the whole globe 
probing the globe’s interior the center. But can sample both, and 
such intellectual catholicity will liberal education. 
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YEARS AGO Congress enacted into law the greatest public works 
program history: 40,000 miles road; price tag, spread over 
years, $27.6 billion. About percent the system now open 
traffic. 1975 (the original estimate was 1972), the new super high- 
way system should completed, with few gaps. 

Yet today the program being attacked and condemned. Charges 
waste and confusion fill the air. The key element the whole matter 
fiscal policy, subject that paramount any discussion what went 
wrong with the Interstate System. big and complicated one and 
now the time has come for some sanity and sense perspective 
issue that affects virtually every citizen the nation. 

What went wrong? The cost estimate was much too low. 1958 
was per cent higher than originally estimated because substantial 
upward revision construction cost estimates the States. Some 
these revisions include special highway apportionments Congress 
relieve unemployment, uniform application design standards 
stretch highway that may serve handful vehicles day will have 
many the same features one that serves thousands vehicles daily), 
changes original plans because misjudgments, and the need 
some places higher bridge clearances. 

These are some the problems. They have caused delays, cost in- 
creases, and public indignation. What can done? Many the dif- 
ficulties can dealt with increased and improved controls over the 
program, and much already being done. the area construction 
costs, for example, the Bureau Public Roads set forth the fall 
1959 set contract controls spelling out the amount money the 
States could put under contract. This resulted the letting fewer 
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construction contracts, increased competition among the road builders, 
and thereby lower costs. 

But the Interstate System still financially undernourished. The 
fiscal cure big dose presently collected highway-user taxes now 
being diverted other-than-highway purposes. 

this stage the future the program uncertain. may that 
1961 will the year decision, for the Bureau Public Roads’ new 
estimate costs and its related report highway cost allocation will 
the hands Congress early next year [1961]. Whatever their decisions 
may be, they will have take into account the twin about 
the Interstate System date: progress and problems. can only 
hoped that sense perspective will attend these deliberations, and 
that the public officials making the decisions will act with prudence and 
care. They have responsibility see that the highway user who 
pays the bill gets his full dollar’s worth roads. 


THE UNITED have laboristic economy. this meant, 
not labor union economy, but one which most persons hire them- 
selves out work for others. Ours unique civilization that partic- 
ular. The the country, most its people, has become more 
and more dependent upon the employment contracts and the way con- 
ditions employment are determined. 

this economy today, however, basic challenges are being made 
what have been the very fundamental concepts business objectives. 
Unions have fought the idea that people are hired the hour and are 
subject notice whenever their services are neither 
desired nor required. 

Another basic idea about paying wages has been challenged. used 
say, “Of course one can’t pay for work not performed.” But now 
pay for work not performed the extent 25% the payroll, 
with only 75% being directly related employee’s contribution 
production. 

Still another classical notion was that wages should fixed in- 
dividual bargain. Individuals should compete among themselves for 
jobs. Through competition, wages would reflect what services 
were worth measured the market place. But now wages are be- 
coming less variable, guaranteed annual Have 
gone too far this matter? Are unions now too powerful? 

Behind the union drives for “more” lie three great expectations. One 
the expectation regular employment. The notion hiring the 
hour subject layoff without notice and without recompense passé. 
second expectation close that for steady work or, least, regular 
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wages. This the expectation for steady increase real has 
been engendered not only because automation, advertising drives and 
installment purchasing, but because the adoption the 
clause and the annual productivity factor means developing long. 
term labor agreements. 

Whatever the merits this approach setting wages formula, 
embodies true basic defect. When wages are set formula, the 
arrangement just for the term labor agreement. Something 
addition usually has paid get the agreement renewed. Under the 
wage policy that has developed many industries, wages with 
the cost living during the term agreement, and productivity factor 
applicable the end the agreement, and then renewal the labor 
agreement carries price. 

Now comes third expectation into the picture steady prices, the 
soundness the dollar. will quite accomplishment all these 
three expectations can met the same time. 

Another element arises this point, Our labor movement unique 
among all the labor movements the democratic world. Ours the 
only one which has extensively embraced this philosophy seeking 
meet the basic and primary expectations employees directly from the 
employer. Most other labor movements democratic countries look 
the government and legislation. Some persons doubt our labor 
ment can hold together the basis its traditional precepts. 

one time this country the labor movement was one which every- 
body was eligible join. Then came the notion American Federa- 
tion Labor based two fundamental principles. One was the desig- 
nation exclusive job jurisdictions for affiliated unions. The second 
fundamental principle which our labor movement was predicated 
was the autonomy the constituent body. Once union got its exclusive 
jurisdictional charter was free whatever wanted that ter- 
ritory. 

These two concepts are now largely obsolete. Some individuals are 
looking for political objective hold together the labor movement, 
rather than objective heavily oriented around collective bargain- 
ing. This the great problem being worked out our labor movement. 
The result can have great effect management the future, partic- 
ularly since many observers are urging that the main business decisions 
will rest more and more with government. 

There are various concepts collective bargaining that affect 
decision-making. One notion about collective bargaining which has 
emerged that management makes its own decision about the terms 
employment and sometimes about the disposition day-by-day 
grievances and the role the union is, more less, limited rejecting 
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the decision through use economic power. Management’s task 
make decisions against which strike will not cannot undertaken 
all least, not successfully. One might say the union then cast 
management the role loyal opposition perhaps, disloyal 
opposition. The central point here that the managerial decision- 
making process affected materially the particular concept col- 
lective bargaining which held. Conflicts philosophies contribute 
the complexities industrial relations. 

Over-all, the import these remarks that managerial decision- 
making laboristic economy involved the use new criteria, new for 
this generation least. Answering the question, What are wages paid 
for? longer relatively simple matter. 


BECAUSE INDUSTRIAL ACOUSTICS not yet well-defined activity, 
estimates its size vary. Much its expansion nonmilitary ap- 
plications, especially those involving energy for industrial processing. 
sonic processing, the desired effects usually depend cavitation that 
is, the generation shock waves rapidly collapsing bubbles 
liquid. 

Sonic testing may destructive nondestructive, The necessity for 
the destructive testing arose part from damage early jet aircraft 
caused intense noise from improperly located engines. Nondestructive 
testing concerned with uncovering such properties the strength 
adhesive welded bonds, viscosity, elastic constants, grain size. The 
major application the location flaws solids. 

The elasticity material depends both the constitution its 
structural elements and how these elements are assembled. This can 
measured with sound. Such tests are commonplace the elastomer 
and textile industries, and often serve production control well 
product development. The extension similar sonic testing tech- 
niques problems ceramics, glass, and metals technology but 
matter time. 

important example nondestructive testing the location 
sizable foreign objects large body liquid, lurking submarine. 
know this technology better sonar. 

Sound has been also applied successfully the measurement liquid 
flow pipelines, using the fact that the motion the medium changes 
the apparent sound wave velocity. Still, there does not exist general- 
purpose portable, sonic flowmeter that can clamped pipeline 
quickly. 

With modified sonic instrument, the spacing between fixed and 
movable objects may measured. Such devices should have all sorts 
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application where dial feeler gages now are used; for example, the 
eccentricity rotating parts can measured easily, sonic 
could help helicopters land maintain fixed altitude above, say, 
heaving sea. similar device, horizontally directed, 
would serve indicate the distance the car ahead heavy traffic 
dense fog. 

Much sonic processing involves working liquid medium with 
sound intense enough produce cavitation. Cavitating sound can cause 
chemical reactions begin proceed faster. Thus, controlled 
chemical attack hard metals can speeded. Intense cavitation can 
rip apart long molecules. Thus, enzymes can deactivated, and liquids 
having large range high molecular weights can reduced smaller 
molecular weights. This has primary application finishes such 
lacquers and varnishes, where the film-forming properties are improved 
molecular weight control. 

important chemical effect lies the apparent ability intense 
sound control combustion. With controlled use this effect, may 
better able direct rockets obtain more energy from oil 
burner flames. 

Physical effects cavitating sonic energy are best typified the 
many sonic cleaners the market. these cleaners, tiny, intense shock 
waves caused cavitation literally blast the soil off the surfaces 
cleaned, Watch cleaning good example which sonic cleaners 
probably will supersede others. The watch may cleaned, without 
disassembly, much more thoroughly than conventional means. The 
decreased handling also means less chance damaging the delicate 
works. 

physical effect cavitation that industrial importance the 
increased transfer heat through liquid-solid interface. The sound 
produces intense stirring action that concentrated the interface, 
and the heat transfer rate may increased 200 300 metals 
technology, the use intense sonic energy during the solidification 
metal from its melt will prevent the coarse, tree-like structures called 
dendrites. 

Action sound waves greatest the corners solid object when 
immersed liquid. This fact being used sonic deburring 
cast machined parts. The parts are immersed stirred abrasive 
slurry supplied with cavitating sound. Edges are speedily removed, with 
minimum change critical dimensions. There should all sorts 
applications this idea, which present restricted small, expensive 
parts because costs. 

Sonic impact grinding involves the vibratory motion tool drive 
abrasive diamond chips against hard, brittle material. Thus, die 
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cavities can sunk very hard metals, glass can cut intricate 
designs. Use sonic impact grinding now firmly established, and 
have been made apply dental drills. 

Cavitating sound has also been used increase the flow liquids 
through semi-permeable membranes. Thus, intense sonic energy might 
well dramatically decrease the time required for tanning leather. 

all the foregoing processing applications sonic energy, large 
obstacle their full exploitation the absence suitable, economical 
source. Such source should yield high power with good efficiency, 
should have low installation and operating cost, should serviceable 
plant plumber and electrician, and should suitable for flow proces- 
sing. present sonic generator satisfies all these requirements. 


THE ETHICAL MANDATE upon administrators help persons fuller 
richer creativity, more meaningful life. And 
since life plunged into organized and somewhat systematized human 
relations for the greatest variety objectives, the squaring objectives 
with personal careers and the enrichment the human situation the 
consummation administrative 

thus has with variety implementing managerial tasks 
which have consciously mind this end. These tasks can 
identified variety ways and one the now somewhat familiar 
provisions the features what has come called the personnel 
function. 

The purposes the organization with which the individual proposes 
become associated should become clear him virtue some ex- 
plicit This means that the introductory process the 
individual should assigned place which his unique talents are 
relevant the specific task that being asked assume. The intro- 
ductory process also has orientation phase including often some train- 
ing and some familiarity with the expectations upon the new 
member standards action, personal relationships, and group 
participations. This process should also include clear information and 
implicit recognition acceptance the new member the “terms 
and conditions” the relationship. 

But beyond the field personnel administration there complex 
broader interrelationships: 

Leadership controversial concept. But democratic, face-to-face 
leadership the heart ethical accountability. Opposed this, 
course, authoritarian leadership which the leader’s objectives and 
purposes are uncritically advanced the sole alternative, and which 
passive loyalty the required end and criterion leading success. 
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There proper ethical role also for the exercise authority. Author. 
ity can wisely and desirably exercised when the one who exercises 
can say the numerous alternate consequences have been 
praised the light the best knowledge available from all sources; 
and this specific exercise authority seems the most desirable one. 

Communication another ambiguous concept, Indeed much that now 
passes for communication only the self-satisfied reaction the exec. 
utive that has told others effectively knows how. But 
munication soundly measured one test only namely the effective 
response. Communication important ethically because involves 
purposeful changes persons alterations thought conduct 
which may have favorable adverse consequences the personalities 
those who are virtually required listen. The ethical mandate 
bear mind here that any pietistic assumption that the will and 
need communicate assure the fact true mutuality response and 
understanding, false, not say dangerous, assumption. 

consider participation next because referring the voluntary 
efforts the groups interest get basis collaboration. Devoluted 
small groups similarly functioning individual members become the 
key the best participative action. 

assumed, shall assume, that the desire for the satisfactions 
personal creativity one the dominant human drives, there has 
provision for the instrumentalities its encouragement. The op- 
portunity creative has structured cooperatively. Here again, 
there has the initiative administration bring this pass; and 
this task becomes vital ethical assignment. 

highlight the fact the value the principle representation 
because there will plenty occasions which pure democracy 
impractical and indeed undesirable. The ethical prescription here 
that within organizations the several groups which may correctly view 
their interests and their contributions from differing angles have the 
right and the responsibility have those interests voiced represent- 
ative way councils where common policies and problems are being 
considered. 

Negotiation, too, usually conducted some representative basis. 
The underlying relationship the individual the organization may 
periodic occasions bring into play the process group collective 
negotiative dealings. Increasingly the ethical imperative collective 
bargaining process being recognized. 

Implicit these several concepts the requirement and the method 
the consent the governed, which integral the democratic 
purpose. 

come, therefore, conclusion raise briefly the question 
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the possibilities cultivating ethical sensibility. seems that the 
components looking toward this cultivation include least the fol- 
lowing: 

(1) The administrator must gain full grasp and knowledge the 
his field regarding the ethical complexities which are con- 
ceivably entailed the kinds dealings and decisions required. 

(2) The administrator should come have conscious awareness of, 
sympathy with, and eagerness make use of, those approaches and 
methods broadly referred here democratic. 

(3) should know which aspects his program and policies are 
means and which are ends, what the organization needs fulfill its 
purposes, and the same time where the individuals from sweepers 
are having genuine scope personality expression and creative 
fulfillment. 

(4) should have permissive view the basic wholesomeness 
personality and the psychological drives and satisfactions which heal- 
seems require give play behalf the whole 
man. 


THERE ARE TWO GENERAL CONDITIONS which threaten the survival and 
impede the growth every business. These are the conditions inef- 
and irrelevancy, posing the need major shift what the 
presidents some firms conceive their major task. 

The company president must, first all, properly define and efficient- 
execute his top-management task. must understand what are the 
significant changes within the business and the environment the 
business which must adapt which must create. 

one time, presidents occupied themselves primarily with efficiency, 
with problems associated with obtaining greater utilization com- 
pany But the focus efficiency often narrowed the scope for 
creation and the part others and not infrequently led 
overly-formal structures organization and low sensitivity, leading 
not the growth the firm but the growth irrelevancy. 

Good presidents will always press for more complete identification and 
utilization the potentials available their business. The 
major task many firms should undergo major shift, the shift from 
efficiency relevancy. The possibility being efficient but irrelevant 
increasing. avoid least minimize this risk should the major 
task the president. Irrelevancy, like “nervous breakdown,” can 
caused failure evaluate realistically one’s-self-in-an-environment 
and results estrangement from market that once made sense. 
When business longer makes sense longer makes anything else. 
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When business irrelevant moribund. 

The needs for maintaining the relevancy company vary great 
deal, not only from company company, but from time time. Be. 
cause this so, the president’s task one that should susceptible 
rapid shifts emphasis. The president’s job should studied, 
designed identify and meet the changing leadership-needs 
the company. 

What the scope the task? What major influence 
should contribute its design? What does the president contribute 
his firm? What are the measures his 

president must prime director. must have clear view his 
unique contribution the firm, order study and design his 
own contribution the growth and survival his firm, there are 
few factors upon which the president should periodically reflect. The 
first factor the president should consider the importance his role 
the enterprise. should realize that his the most important role 
the enterprise, but also that this does not mean that other roles are 
important. Perhaps the president has clear understanding what 
should his own contribution, will not clumsy his evaluations 
the importance the contributions others. today’s and 
row’s business enterprises, there hierarchy importance with only 
one few people counting for very much. The view that the farther 
down the hierarchy the more numerous and less important are the people 
not view that leads high-level achievement nor accurate 
one. precisely because other jobs within the firm are counting for 
more and more that the job itself takes new and far greater 
importance. 

The president’s role the most important because who should 
determine the major commitments the enterprise. the president 
who determines the direction and limits company growth. the 
decisions the president that make company out diverse skills and 
ambitions and out decisions made independently others. 
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